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GUYANA: KEY ECONOMIC INDICATORS 


Valuee in U.S.$ millions wless otherwise specified 
1977 1978 % Change 1979 (Proj.) 
Exchange Rate: US$1.00 = 239 2305 2.55 


INCOME, PRODUCTION, POPULATION 


GNP at Current Prices 413.0 
GDP at Factor Cost 396.6 
Per Capita GNP, (Actual dollars) 508.6 
Public Investment 1/ 90.2 
Private Investment 2/ 2355 
Private Consumption 2773 
Key Production Indices (000 long tons) 


Sugar 241.5 
Bauxite (calcined) 693.0 
Rice 211.5 
Population (000) 812.0 


MONEY AND PRICES 


Money 

Savings and Time Deposits 

Interest Rates (%) 
Treasury Bill Rate 
Commercial Prime 

Urban Consumer Price Index 

(end of year, 1970 = 100) 


BALANCE OF PAYMENTS AND TRADE 


Foreign Reserves 23.0 58.3 

Net Foreign Reserves 3/ -43.0 -23.0 

External Public Debt 4/ 270.5 290.0 NA 
Annual Debt Service 38.7 Tit 97.3 
Balance on Current Account -99.7 -26.3 -40.0 
Balance of Trade -56.1 16.7 10.0 
Merchandise Exports (FOB) 259.3 295.6 330.0 
U.S. Share 46.7 61.4 NA 
Merchandise Import (CIF) 315.4 278.9 320.0 
U.S. Share 84.3 62.8 NA 


Main Imports fram U.S. (1977): Wheat 47,000 tons, $8.0 million; Industrial 
Chemicals $6.0 million; Fabrics 6.4 million sq.yds., 
$3.6 million; Machinery and Transport Equipment , plus 
spare parts $21.0 million. 


1/ Includes investment of State Corporations 

2/ Includes changes in inventory 

3/ Includes banking system and Government special funds 

4/ Does not include external debt of State Corporations guaranteed by the 


Goverrment (Approx. $70 million in March 1978) 





SUSAR 


Guyana's economy is highly dependent on foreign trade, with exports 

and imports each averaging 60 percent of GNP. Two commodities, sugar 
and bauxite, account for 80 percent of exports and set the pace for 

econamic activity in general. 


In recent years, the economy has been hard hit by price increases on 

oil and other imports, as well as the low world price for sugar. 

The Government, which had pursued ambitious social and public investment 
programs in its drive to create a socialist state, was forced to 
undertake a somewhat belated austerity program to adjust the budget 
deficit and the balance of payments. Nationalization of foreign firms 
had discouraged private investment and magnified the foreign debt burden. 
The State Corporations, which now dominate the economy, had not 
generated sufficient cash flow to finance capital investment and had 
increased their foreign debt exposure. To its credit, the Govermment 

has over the last year scored same impressive successes, including a 
reduction in commercial arrears and a build-up of international reserves. 
Nevertheless, the task of reviving the econamy has only begun and success 
will depend on finding ways to increase production while maintaining 

a policy of financial viability. 


In July 1978 and again in 1979, the Goverrment reached agreements 

with the International Monetary Fund on an extended program to stabilize 
the economy, which will provide some financial relief in the medium term. 
Nevertheless, it is recognized that the country faces a significant period 
of econamic adjustment and austerity, which will include tight foreign 
exchange restraints. By and large, new trade opportunities will be tied 

to development assistance programs. In February 1979, a new Private Investment 
Code was announced, which the Govermment hopes will stimulate domestic 

and foreign private investment. The Government has announced its intention 
to consolidate various existing and proposed investment incentive laws into 
one piece of legislation. 


The Govermment in July 1978 announced its victory in a disputed referendum 
which paves the way for the adoption of a socialist-style constitution, 

as well as the postponement ofelections until late 1979. These measures 
could further entrench the ruling Peoples National Congress (PNC) party 

of Prime Minister Burnham, which has been the daminant political power since 
before independence in 1966. 





PART A — CURRENT ECONOMIC SITUATION AND TRENDS 


1978- Austerity Under Short-Term Stabilization Program 


In the first half of 1978, the Government took further measures to control 
the external deficit which had persisted fram 1976 when the "boom" in 
world sugar prices collapsed. With net foreign reserves highly negative, 
the country had accumulated during 1977 foreign commercial arrears 
amounting to nearly $40 million and faced mounting foreign debt payments 
through 1980. Import licensing became more restrictive, depending on 
import priorities and the availability of foreign exchange. The 1978 
Government budget further cut consumer subsidies and purchases of goods 
and services, allowing only marginal increases in expenditures for 
salaries and debt servicing. To help reduce the fiscal gap, additional 
excises were imposed on gasoline, liquor and other "non-essentials". 
Capital expenditures, almost halved in 1977, were largely restricted to 
projects having financial support from international agencies and bilateral 
aid programs. A four year econamic program specified targets for the 
public sector, including the now daminant State Enterprises, and outlined 
a general strategyto stabilize the econamy, which called for increased 
production, continued restraints on imports and increased savings to 
finance development. 


The Government's stabilization program was supported by a one-year 

$18 million stand-by arrangement with the International Monetary Fund (IMF), 
which came into operation in August 1978. Through participation in the 
World Bank-led Caribbean Group for Econamic Cooperation, Guyana gained 
access to the Caribbean Development Facility (CDF), as well as additional 
program loans fram other donors, including PL-480 credits fram the U.S. 


The Government was successful in meeting IMF program guidelines and other 
stabilization objectives. Despite production shortfalls, increased 
shipments of both sugar and rice (due to a high carry-over of rice stocks 
and improved industrial relations in the sugar belt), as well as higher 
prices for bauxite, enabled merchandise exports to expand 14 percent from 
the low 1977 level. Together with a 12 percent drop in imports (for same 
categories of capital goods, such as transportation equipment, as much as 
70 percent), Guyana thus was able to turn a massive trade deficit in 1977 
to a small surplus in 1978. The external deficit on current account was 
held to $26 million as planned, while net capital inflows of about $55 million 
allowed net foreign reserves to increase by $20 million and commercial 
arrears to be reduced by $10 million or 25 percent. 


1978 - Other Economic Developments 


Despite a naminal 14 percent increase in GNP, no real growth was registered 
in the economy during 1978. Shipments of bauxite fell sharply below the 
already depressed 1977 levels despite higher bauxite prices as a result 

of both slack demand at the beginning of the year and production problems. 
Poor crop weather and shortages of spare parts precluded the achievement of 
production targets in the agricultural sector, particularly for sugar and 
rice. 





Electric power failures in the first half disrupted econamic activity 

in the manufacturing and service sectors. More importantly, pressures on 
foreign exchange and the non-availability of imported inputs causeda decline 
in both public and private investment and contributed to the severe slump 
which cut across all sectors. The continuing emigration of skilled 

personnel appears to be another factor which had an adverse impact on 
overall production and efficiency. 


Despite the drop in investment, national savings increased fram 5 percent 

to 14 percent of GNP, reflecting both the improved fiscal situation of the 
public sector (due to increased contributions fram the State Enterprises) 
and a decline in private consumption. Price adjustments by State Enterprises, 
as well as the removal of subsidies, produced a sudden surge in the cost 

of living, absorbing a larger share of personal incame for basics. 

Increased payroll deductions for social security programs largely offset 
wage increases granted public sector employees earlier in the year. Import 
restrictions also acted to hold down consumption and stimulate savings. 


The Central Bank tightened bank credit to both the Public and Private 

Sector, sharply boosting interest rates to encourage damestic savings 

and ensure a more econamic allocation of credit. Ceilings were imposed on the 
contraction of medium and long term overseas commercial debt. Importers in 
arrears to foreign suppliers were required to lodge deposits in the Central 
Bank pending foreign exchange approval of remittances. As a result, there 
was both a deceleration in monetary growth and a significant shift fran 

cash holdings to savings deposits. Increased external capital flows in 

1978, much of it on concessionary terms, helped the Government meet capital 
expenditures and reduce its recourse to damestic bank borrowing. 


1979 - Slow Recovery But More Help Fram Overseas 


During the first half, most sectors continued to be depressed with production 
faltering in sugar and bauxite. It appears that any recovery in the econamy 
in 1979 will depend on developments during the second half. In March, 
Government announced a record budget, most of the increase earmarked to cover 
a sharp jump in foreign debt payments and a greatly expanded capital 
expenditure program designed to campensate for shortfalls in investment the 
previous year. Much of the 30 percent increase in budget expenditures will be 
financed by draw downs in foreign assistance. However, austerity will continue 
to be the rule. The Government announced that the last installment of an 
increase in the minimum wage would not be implemented and that future increases 
in wages would be linked to gains in production. Consistent with the 
accelerated investment program, imports were initially programmed to expand 

15 percent, although any general relaxation in restrictions will depend on an 
improved level of exports, targeted to increase by 16 percent. Such an export 
increment now seems unlikely. 
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In, July 1979, the Government reached agreement with the IMF on a three 

year $80 million extended program of assistance, which superseded last 
year's stand-by agreement. In addition to pramoting stabilization 
objectives, the new program will support the Governments high savings/ 
investment growth strategy to broaden the country's productive base. 

Limits have been set on overseas medium term borrowing and a schedule worked 
out to eliminate commercial arrears. In general, the recovery will be slow 
and will depend, in part, on the timely completion of several ongoing 
projects in agriculture and timber. IMF credits, as well as other program 
loans may provide financial relief in the interim. Rollovers of several 
large overseas loans will help the Government meet its external commitments 
and manage the balance of payments. 


A Constituent Assembly was meeting during the summer months to write a new 
socialist constitution for Guyana, after which general elections are 
scheduled. Political opposition to the proposed new constitution and to the 
as yet unspecified format of the elections might possibly generate labor 
unrest in the important bauxite and sugar industries which should, in turn, 
hamper production and export earnings. The Goverrment's austerity programs 
can also be, of course, a source of labor unrest. 


Production and Export Sectors 


Despite the critical position of bauxite mining in the export sector, Guyana's 
econany remains basically agricultural with sugar the primary crop. Rice, 
although accounting for only about 10 percent of exports by value, is 
regarded as the third leg of the econamy and will assume increasing importance, 
as large scale irrigation projects, financed by overseas donors, came on 
stream in the next decade. Livestock and food crop production, although 
expanding, is geared to the internal market. Shrimp, timber, gold and 
diamonds, along with garment manufacturers, make lesser contributions to 
exports. Manufacturing accounts for less than 10 percent of GNP and is 
confined to food processing, clothing, rum and beverages, with same activity 
in metal working and assembly operations. 


Sugar 


In 1978, the industry made a partial recovery from the record long 1977 
strike. Production suffered from unbalanced crops and low sucrose content 
of over-aged cane despite a record throughput of reaped cane. The world 
market price of 7.8 cents/lb remained well below the cost of production. 
However, shipments to the UK (167,000 tons out of a total 296,000 tons) at 
preferential prices under the EEC Lame Convention quotas allowed exports to ’ 
reach $92 million or 27 percent more than 1977. The U.S. imported nearly 
55,000 tons campared to 11,000 tons the year before. During 1979, heavy 
rains resulted in a poor spring crop. The industry still hopes to harvest 
330,000 tons, assuming good crop weather and an absence of serious labor 
troubles, but production to date is behind schedule. 





Bauxite 


In recent years, the industry has emphasized production of calcined 
bauxite (used to manufacture refractory bricks for the steel industry), 

in which Guyana has a virtual monopoly. Depressed foreign demand early 

in the year and labor problems caused exports of this product to decline 
below the low 1977 level. Output of other dried bauxite and alumina, which 
contribute one third of revenues, increased by only 13 and 7 percent. 
Thanks to higher prices, sales were $130 million, about equal to 1977. 
Shipments were mostly: to Western countries, with the U.S. taking one third 
of calcined bauxite and nearly one half of metal grade bauxite. During 
1979, a new mine is expected to came into full operation, enabling 
production to start recovering to meet what is now a rising world market. 
Marketing of a new product, alumina cement, was started in 1978. Labor 
disputes at the time of writing (July 1979) threatened a decline in 1979 
production. 


Rice 


Despite a disappointing 1978 harvest, stock levels fram the record 1977 
crop enabled export shipments to increase by almost 60 percent to 

105,000 tons, although lower prices resulted in a smaller rise in receipts, 
to $37 million. As in 1978,. production during 1979 is handicapped by 
shortages of spare parts and imported inputs, but should reach 180,000 tons 
or about equal to 1978. The bulk of exports are to the Caribbean, with 
some shipments destined for the world market. It is likely that East Bloc 
countries will absorb same production, mostly industrial grade grains, 
under recent bilateral agreements. 


Development Plans and Investment 


In 1978 the Goverrment had announced a $440 million four year (1978-1981) 
capital investment program for the public sector, including the State 
Corporations. Although already there has been slippage due to slow 
implementation of projects, the program is designed to sustain a 5 percent 
real rate of econamic growth. Investment is concentrated in the export 
sector to enable the economy to work toward equilibrium in the balance of 
payments. Although overseas loans fram official sources will be available 
to cover much of this investment, implementation of many projects will 
depend on additional external financing to supplement domestic savings 

and internally generated funds. 


By accelerating capital expenditures to campensate for the short fall in 
1978,the Goverrment hopes growth targets can still be achieved. Agricultural 
development will receive primary emphasis. U.S. development assistance, 
which rose significantly during 1978, is being directed almost wholly to the 
agricultural sector in support of this strategy, with projects for expanding 
rice storing and milling capacity, improving rice export facilities and 
upgrading road maintenance capability. The World Bank and the Inter-American 
Development Bank, in participation with other donors including on 
funding large scale irrigation projects in rice growing areas along 

coast at Tapakuma, Black Bush Polder and Mahaica-Mahaicony~Abary . 





Crop diversification supported by USAID programs, and dairy farming will 
also receive attention. Hinterland development, which was emphasized in 
the past, will be confined to forestry projects having the financial 
backing of international and bilateral donors. Planned for campletion in 
late 1979 or 1980 are a textile mill, financed by the People's Republic of 
China, a glass factory and a bicycle plant. 


Capital expenditures of the State Corporations for 1978-81 originally 
programmed at $145 million, have probably been scaled down. A large 

portion of these expenditures will have to be financed by foreign supplier 
credits and in same cases concessionary loans. During the four year 

period, the bauxite industry plans to spend $57 million to replace machinery 
and complete its expansion program. The state sugar corporation intends to 
invest about $20 million to increase sugar acreage and milling capacity and 
to diversify into oil palm and food crop production. Other investments 

will occur in timber, fisheries, food processing, milling and marketing 
facilities for rice, and bulk storage for rum. The public utilities, 
particularly the electricity corporation, will continue to spend substantial 
sums to rehabilitate and replace equipment. 


PART B — IMPLICATIONS FOR THE UNITED STATES 


Trade Trends 


During 1978, the U.S. market share shrank fram 26 to 22 percent, behind 
Trinidad, due to price increases in petroleum products imported fran that 
country. Restrictions on imports of capital goods, which fell more than 
30 percent, contributed to the $21.5 million drop in U.S. sales to Guyana. 


As in past years, major U.S. exports to Guyana included wheat, mining 
equipment, industrial chemicals, fabrics, metal products,pharmaceuticals, 
construction equipment, diesels, and electrical equipment. Bauxite, sugar 
and shrimp remained the major U.S. imports from Guyana. During 1977, Guyana 
supplied 97 percent of U.S. imports of calcined bauxite. 


Guyana has recently concluded bilateral agreements with East Bloc countries 
to diversify its trade and to obtain credits needed for balance of payments 
support. Products to be imported under these arrangements reportedly, 

include a broad range of consumer goods, such as textiles and soap. 
Nevertheless, in the years ahead, Guyana's traditional trading partners, 

the U.S., Canada, and EXC and the Caribbean countries are likely to retain 

a Significant share of the import market, due to their ability to make timely 
delivery at low shipping costs amd to provide spare parts and servicing. 


In 1978 Guyana's trade imbalance with CARICOM continued to worsen due to the 
higher cost of oil from Trinidad. Guyana has imposed quantative restrictions 
on many imports from member states. Although CARICOM members are making efforts 
to increase intra-regional trade, the current economic crisis will limit 
Guyana's ability to greatly expand imports fram the region. 





In, general, although same categories of imports are likely to be eased 
in the months ahead, foreign exchange allocation priorities and ceiling 
on local and external short term cammercial credit will tend to restrict 
imports during 1979 and beyond. Imports of automobiles and other consumer 
durables are likely to remain suspended for 1979. Emphasis will be given 
to imports of basic foodstuffs, pharmaceuticals, spare parts, and other 
consumer “essentials", as well as capital goods for the implementation of 
‘development projects. 


Foreign Investment 


The Govermment's attitude toward foreign investment has been conditioned by 
its socialist ideology and approach to development. Most major foreign 
owned firms operating in Guyana have been nationalized, although several 
smaller foreign owned firms continue in operation. In February 1979, the 
Government announced a "Guyana Investment Code" to encourage 

private investment, both foreign and domestic. Although able to undertake 
projects on their own, foreign investors will be subject to a system of 
licensing , except in cases of state participation. Implementing legislation 
is expected to be enacted shortly. In general, the Government's policy seems 
to be to negotiate terms on a case-by-case basis, while maintaining maximum 
flexibility as to pre-conditions. Several international companies , for 
example, have recently concluded or are negotiating agreements 

for oil and uranium exploration. 


Princi Contacts 


State Corporations are the major importers and exporters in Guyana. Private 
commission agents have had increasing difficulty obtaining import licenses. 
The Government is studying the feasibility of consolidating all imports under 
a centralized importing agency. 


Under the umbrella of the Guyana State Corporation (GUYSTAC), a state 
holding campany, public trading entities are divided into two groups. 

Trading Group 1, which includes Guyana National Trading Corporation, Guyana 
Gajraj and Guyana Wrefords Limited, imports consumer goods, hardware, 
automotive parts, agricultural machinery and fertilizers. Trading Group 2, 
which includes Guyana Stores Limited, Guyana Pharmaceutical Corporation, 
Guyana National Shipping Corporation, and Guyana Lithographic Limited, 
imports consumer goods, hardware, printing supplies and equipment, automotive 
supplies, marine supplies and chemicals. 


Other GUYSTAC corporations are also important contacts. Guyana National 
Engineering Corporation, imports heavy earth moving and construction equipment 
and spare parts. Guyana Oil Corporation imports petroleum products. The public 
utilities group, which includes the Guyana Telecommunication Corporation 

and the Guyana Electricity Corporation are also importers of equipment and 
supplies. 
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The Bauxite Industrial Development Corporation (BIDCO) and the Guyana 
Sugar Corporation (GUYSUCO), the two largest corporations in Guyana, are 
also likely customers for U.S. products. 


Trade rtunities 


Any growth in sales to Guyana will, by and large, be tied to development 
assistance programs. As the World Bank, the Inter-American Development 
Bank and the U.S. Government through USAID implement large scale irrigation 
projects to expand agricultural production, opportunities will arise for 
sales of pumps and equipment for water control, as well as agricultural 
equipment and services. Crop development and farm management expertise 

will be needed. Contractors, for example, will be sought to construct 
drainage and irrigation systems, as well as feeder roads. 


Work on the Upper Mazaruni Hydroelectric/aluminum smelter project has been 
suspended indefinitely. However, the Govermment will continue to pramote 
its implementation, seeking both financing and technology. Trade 
opportunities related to this project will be heavily influenced by sources 
of financing. 


Canada has granted tied trade credits for forestry development. However, 
prospects may eventually materialize for U.S. sales of equipment to the 

timber and wood working industries. Although no new major development 

projects are planned for 1979 in the bauxite industry,the long range sales 


potential of this industry should be recognized by U.S. exporters. Also, 
exporters offering products used in small scale, labor intensive manufacturing 
and energy saving devices are likely to find markets in Guyana, provided 
supplier credits are made available and import licenses are granted. 


* U, S. GOVERNMENT PRINTING OFFICE: 1979—311-056/187 








